Steady financial system stability is important in economy. The financial crisis showed a constantly recurring problem that has not been resolved completely. Macro prudential policy, which became the term savior after the subprime mortgage crisis was essentially a temporary not eliminate the root causes of the problems of the financial crisis. This study attempts to revise the root causes of the financial crisis in the perspective of Islam by using three approaches namely Vector Error Correction Model (VECM), Error Correction Model (ECM), and Distributed-Lag Autoregressive (ARDL). The result of this study that the consistence of ribâ (interest rate) variable as the main factor of crisis; ribâ increases the inflation and decreases the growth. The IRF (impulse response function) result and FEVD (forecast error varian decomposition) show 21.87% interest rate (INT) increases the inflation and decreases the growth by 9.5%. Meanwhile, profit-loss sharing (PLS) variable contributes to decreases the inflation by 0.02% and increases the growth by 0.61%. Reciprocally, with ECM approach, interest rate (INT) has positive effect to inflation and negative effect to growth (financial crisis) vice versa PLS significantly has negative effect to inflation and positive effect to growth, whereas ARDL approach shows that PLS increases the growth at long and short run but also increases the inflation at long run. Another conventional variable consistently contributes to financial crisis according to all approaches; volatile food (VFP) and administered price (ADM). 
I. INTRODUCTION
The global financial crisis poses the same threat to every country regardless of whether the country is rich or poor, big or small. The financial crisis can come from within and outside the country, from the public and private sectors, having various shapes and sizes, spreading very fast with no recognition of borders and requiring immediate and comprehensive policy responses as well as global policy coordination (Claessens & Kose, 2013) . Since the end of the golden currency system in 1915, the financial crisis has always occurred in various parts of the world that led to the great depression in 1930 (Davies, 1996) . The inception of the Bretton Woods Agreement in 1944 where the fixed exchange rate system with the US dollar as the international currency backed by gold (gold exchange standard), gave a good impact during the period 1950-1972 to the international financial stability .
The end of the Bretton Woods Agreement at 1971 unilaterally by the Americans has had a significant impact on the instability of the global financial system, a system that cannot be separated from volatility, exchange rate fluctuations, excessive credit expansion, asset price bubbles, imbalances and financial system vulnerability so that the financial crisis erupted again in various countries (Ascarya, 2013) . According to (Laeven & Valencia, 2013) , 431 crises occurred during the 1970-2011 period such as 147 banking crises, 218 currency crises and 66 foreign debt crises, including 68 twin-crisis and 8 tripled-crisis.
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Debt Crisis Based on International Monetary Fund (IMF) the average banking crisis resulted in cost losses between 14-15% of GDP, whereas if the banking crisis occurred simultaneously with the currency crisis then the loss increased to 17-19% of GDP and takes time for recovery from this condition for 3-5 years. The cost of bank restructuring costs about 10% of GDP, while developing countries cost more than 30% of GDP such as Argentina, Chile, Uruguay and Kuwait (Iinternational Monetary Fund,1998) . Indonesia also experienced a severe multidimensional crisis in [1997] [1998] where the inflation increased to 64% and the rupiah weakened from Rp 2.600 /USD to reach Rp 11.000 /USD followed by economic growth which slowed down to 13.1%. All economic sectors at the time deal with a very significant slowdown, the depreciation of the rupiah also caused the government to bear the debt of 60 billion USD in November 1997 (Ascarya, 2013) . Indonesia suffered huge losses at fiscal cost of 56% of GDP that at the same time also lost output at 67.9% of GDP (Laeven & Valencia, 2008) .
The recurrent financial crisis indicates that problem solving has not reached the root of the problem with the policies implemented. Furthermore, the financial crisis occurs due to structural failure in various countries, due to differences in the rug system as well as differences in the level of economic development not caused by cyclical or managerial failure (Lietaer, et al., 2009 ).
According to Islamic perspective, Allah SWT states that all destruction that occurs on the surface of the earth is the result of human hands as in the word of Surah Al-Rum verse 41. Islam as the true, comprehensive, and universal religion has the right rules and solutions to various problems on earth include financial crisis. Allah has forbidden ribâ (usury), gharar (uncertainty), maysir (gambling / speculation) in every transaction that today has merged with conventional financial system such as interest rate system, fiat money, frictional reserve requirement, securitization and so forth. Due to any violation of Allah's rule will come to consequences for imbalances and injustices in the economy, in economic terms, this condition is known as decoupling occurring between financial and real sector. There is no doubt that the current financial system has been fundamentally flawed that it may cause instability and financial crises (Ascarya, 2013) . A policy will be meaningful if the fundamental problem is well understood.
Thus, this study aims to revisit the analysis of the root causes on financial crisis in Islamic perspective and its impact on output growth and inflation in Indonesia.
II. RELATED LITERATURE
Causes of the Financial Crisis According to Islam
According to Islam, the financial crises are divided into two main causal factors, namely natural and human error. The natural factors such as natural disasters and business cycles while human error factors such as the existence of imbalance between financial and the real sector caused by human disobedience in carrying out orders and away from the ban of Allah SWT. Especially the main pillars in the financial system, among others; the prohibition of ribâ (interest), the ban of maysir (speculation) and the ban of gharar (uncertainty) in many forms in the current financial system (Ascarya, 2013) .
Crisis caused by natural factors is recognized in Islam and this is a common thing, because Allah subhanahu wata'ala has told it in the Qur'an:
[ In addition, when Medina suffered from drought causing food prices increased, but the Prophet did not control the price and the Messenger of Allah prayed to Allah SWT for rainfall (Al-Thabrani in Al-Mu'jam Al-Ausath narrated by Annas bin Malik). According to the hadith above, that the Messenger of Allah solved the crisis directly to the root of the problem, which the drought occurred because there was no rain, so the Prophet requested that the rainfall, not intervene in the market and control the price. Ascarya (2015) describes the forms of violations included in the Human error in detail as follows: 1) interest rate system, 2) fiat money system, 3) frictional reserve banking system, 4) leverage system, 5) derivative, and 6) credit card system. Furthermore, Maysir violations include: 7) speculation in stock trading, 8) speculation in foreign exchange trading, 9) speculation in commodity trading and 10) speculation in real estate trading. As for gharar violations, such as 11) complexity in transactions, 12) complexity in the structure of financial products, 13) securitization, 14) hedging and 15) Insurance products. Besides other deviant behaviors that can cause crises such as self-interest, monopoly, stockpiling, price control, manipulation, asymmetric information, injustice, greed, and other.
A. Ribâ
Ribâ by language means, "To increase". Then everything that grows is called ribâ. Meanwhile, the term ribâ means adding a burden to the debtors (known as ribâ dayn) or adding a dose when exchanging six commodities (gold, silver, wheat, sya'ir, dates and salt) of the same type, or exchange exchange gold with silver and food with food in a non-cash fashion (known as ribâ ba'i) (Tarmizi, 2013) .
Ribâ is a disease in society. According to the experts, ribâ has existed since people know about money (gold and silver). The ribâ has been known by several periods of civilization such as the Sumerian, Babylonian and Asy'uriya civilizations in Iraq, the Farao civilization in Egypt and the Hebrew Jewish civilization (Al Umrani, 2007) . It has been contained in the Qur'an, surah An-nisaa verse 160-161 that the behavior of eating ribâ was done by the Jews and Allah has forbidden them from eating ribâ. Ribâ began to spread to the Arabian Peninsula region by the Jews who later practiced by the Quraysh of ignorance (Al Misri, 2001 ).
The existence of an interest rate system, minimum mandatory reserves, fiat money, money as a commodity and the legality of speculation leads to the creation of new money and concentrated money in the financial sector in the conventional economic system. This causes stagnation in the real sector, resulting in excess of money supply and the slowing of the real sector thus causing inflation (Ascarya, 2015) .
In Figure 2 above, it can be seen that in today's conventional economic system, the ribâ system in banking and the allowance of speculation leads to the creation of zero money without backing up and the absorption of money in the monetary sector to seek profit in the absence of risk. As a result, money or investments that should be channeled into the real sector for productive purposes are hampered largely into the monetary sector resulting in the inclusion of real sectors. The creation of money without any added value to the real sector will lead to inflation. In the end, this will have an impact on slowing economic growth.
In contrast, the Islamic economic system, where ribâ (interest rates), gharar (uncertainty) and maysir (speculation) are prohibited to promote a well turned and conducive investment climate. Given the profit sharing, system in the business will affect the distribution of wealth and income is fairer. This clearly provides a good stimulus for developing more productive real sector, expanding field and employment opportunities and driving the pace of the economy.
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Implications of Interest Rates on the Economy
There is no doubt that the ribâ is haram in Islam, where Allah has justified the sale and purchase and forbid the ribâ (Al Baqarah: 275). Allah also commands the subjects of the ribâ to cease from this activity (Al Baqarah: 278). Moreover, Allah also threatened to fight against those who keep running the activity of ribâ (AlBaqarah: 279). Ribâ has an enormous impact both on human resources, Inflation, impeding the rate of economic growth, creating social inequality and the main factors causing the crisis. Ribâ destroys human resources because it lowers human productivity in doing business (work) because the true mechanism of ribâ makes the subjects of ribâ obtain results without doing a real effort. The ribâ block the world's piety because the people's good will not be achieved without trade, work and development (Ar Rozi in Tarmizi, 2013) .
Ribâ can also cause inflation because to obtain a business capital a producer must pay interest as a lending service in a conventional financial institution. Automatically, the manufacturer will calculate interest on the loan as the operating cost. As a result, the price of the finished good will become more expensive, economically known as the cost-push inflation or inflation caused by cost factors in production. As if interest rates falling demand for credit will rise, then the amount of money in circulation will increase, this can lead to inflation, demand-driven inflation (demand-pull inflation). More broadly, inflation can cause people's purchasing power to decline gradually to become hyperinflation in an instant and this is a very big tyranny. Ribâ is an obstacle to the pace of economic growth, in line with that of J.M Keynes, that 'Interest rates discourage economic growth, as interest rates block the speed of capital to freedom. If interest rates may be abolished then capital will move in rate and grow quickly' (Al Asyqar in Tarmizi, 2013) Ribâ can create social inequality because rich people get richer by consuming ribâ treasure and poor people will get poorer by being trapped in ribâ loan. Therefore, Islam clearly prohibits the ribâ and obliges zakat, whereas zakat is an Islamic financial instrument can increase the purchasing power of the poor and other six asnaf also seek to wipe the gap between mustahik and muzakki. States resulted in high demand for property loans, but in early 2006 there was a drastic change in which interest rates increased and property prices declined, bad loans and one by one financial institutions falling bear heavy losses (Ahmed, 2009 ).
B. Gharar
Gharar by language means risk, deception and fall or treasure into the abyss of destruction. According to the term jurisprudence, gharar means unclear sale. The nature of gharar is when one earns a profit while the other loses, because gharar is one form of Maisyir (Tarmizi, 2013 One of the wisdom of banning gharar is because it can be the cause of economic destruction of a country even the world. Once again, the global crisis of 2008 was also due to this practice with a modern form but essentially the same. Gharar on the exchange cause the creditor to submit a property certificate as collateral in the bank and by the bank the certificates are used as underlying of securities (securitization). After being insured and entered the international bourse characterized by gharar and gambling activities such as short selling, option, buy on margin, futures and others then suburban mortgage-based securitization are purchased by financial institutions in the world. Therefore, when there is a bad debt in the property sector, the global economic crisis was not dammed. Thus, not only America but the whole world is agitating this economic crisis turmoil. Al Misri (2001) asserted that the causes of the global crisis in 2008 include gharar and qimar.
C. Maysir
Maysir means getting things easily without hard work or earning money without working. Maysir is everything related to gambling, gambling and risky games (Ascarya, 2015) . There are two Maysir prohibitions: first, maysir is forbidden because it contains elements qimar like two or more people who do a game and each spend a sum of money to stake, so if he won then he will take all the money bet and if he lost then he will bear the loss by losing money already at stake. Therefore, it is same as gharar. Second, the game that is forbidden though not accompanied premises payment of money, also including maysir. According to some salaf scholars when observed about maysir then the answer is "all games that neglect themselves from prayer and zikrullah including maysir. This is according to Ibn Taymiyyah and Ibn Qayyim and the majority of scholars, it is forbidden to maysir not because it contains elements of speculation but can cross people from prayer, zikrullah, and cause hatred and hostility, while the function of money is only a reward to attract them in the game (Tarmizi, 2013 The practice of maysir may lead to decoupling between the financial sector and the real sector, where the financial sector moves quickly without any equilibrium with the real sector (Ascarya, 2015) .
Previous Research
Some of the most recent researches related to the financial crisis from Islamic and Conventional perspectives are summarized as follows.
Ascarya (2015), mentioned that the Islamic economic thinkers agreed that the causes of the global financial crisis are Ribâ, gharar and maysir are contained in financial instruments, such as interest-based financing, financing to risk shifting, adjustable-rate mortgage, moral hazard, derrivative financial, financial enginering, sale of debts, and sort sales in stock. This research was done by some methodologies that are SEM, VAR/VECM, and ANP. Furthermore, both SEM and VAR/VECM used same variable, which are External, Governance, Monetary System, Fiscal System, and Crisis. Adel Ahmad (2010) with qualitative methodology in Global Financial Crisis: An Islamic Finance Perspective also addressed that the root of crisis problems is ribâ, speculation, selling debt, and short selling and providing a fair and effective system. Mirakhor and Slomo (2010) analyzed in The Global Financial Crisis and its Implications for the Islamic Finacial Industries that the cause of the crisis is the fastgrowing credit growth. Other causes; Easy money, uncontrolled credit and debt growth, lack of regulation and oversight, the complexity of innovation and the uncertainty of financial products, the mismanagement of risks, no transparency, lenders, and high leverage. In addition, financial crises occur because there is not a fair share of risk between the bank and the customer (interest). Besides, the ability of money creation and the use of money by the central bank and commercial bank can lead to bubble speculation in the future (Dar and Hakeem, 2012) in The Global Financial Crisis and The Islamic Financial Solution.
Furthermore, Bianchi and Mendoza (2011) , which used qualitative analysis with some variable, that are calibration, borrowing decision, asset return, incidence and magnitude of financial crisis, long-run business cycles, properties of macroprudential policies, welfare effect, and sensitivity effects. The result of the research is; to prevent the financial crisis from happening can be done by enforcing macro prudential policy, because with the existence of macro prudential policy related to credit externalities which can result in asset sale assurance and detrimental macroeconomic situation widely. 
Variables and Operational Definitions
The variables used with the VECM, ECM and ARDL methods and their definitions are as follows:
A. Behavior XINFL: Expected inflation, is the monthly inflation rate, the Consumer Price Index, from the previous period sourced "Consumer Price Index and Monthly Inflation of Indonesia", BPS. 
B. Exsternal
Empirical and Theoretical Models A. Vector Autoregressive (VAR) / Vector Error Correction Model (VECM)
The VAR method treats all variables symmetrically regardless of the dependent and independent variables (Sims in Gujarati, 2004 ). According to Enders & Granger (2004) , in general VAR model can be written as follows :
Where: P = Number of variables in the system of equations Ao = Vector (nx1) containing n of each variable of VAR A i = Dimension coefficient matrices (n x n) ε t = Vector (nx1) of error term
In VAR analysis, the data used must be stationary or do not contain the root unit at the level. But in fact, time series data is generally not stationary at the level, then will be stationary at the first difference. This causes long-term information to be lost. To anticipate the loss of such long-term information, the VECM model can be used. This is done when there is at least one cointegrated equation (Enders & Granger, 2004 ).
The VECM model according to Enders & Granger (2004) can be written mathematically as follows:
Where: X k = is k selected endegenous variable, specific for each model ε k = interference or zero error value and variance-covariance constant 
B. Error Correction Model (ECM)
Error correction model aims to solve the problem of time-series data problem, which is not stationary and fake regression. This becomes important, so that the results of the regression are not doubtful or is called spurious regression. To overcome this problem requires emphasis and attention to the statistical properties of non-stationary time series. According to Enders & Granger (2004) , a time series is said to be stationary for any period of time t and t-s if it satisfies:
In addition, the problem of consistency differences between short-term and long-term forecasting results by the disequilibrium proportion in one period is corrected in the next period so that no information is omitted until use for longterm forecasting (Insukindro, 1997). The general form of the error correction model is as follows (Enders & Granger, 2004) :
Where α 1 is the short-run coefficient and γ is the error correction term (ECT). Thus, the ECM model specifications for the short term in this study are: ∆INFL t or ∆GRO t = α 0 + α1 ∆XINF t + α 2 ∆EXCH t + α 3 ∆GOLD t + α 4 ∆INT t + α 5 ∆PLS t + α 6 ∆FM t + α 7 ∆FRB t + α 8 ∆IM t + α 9 ∆ADM t + α 10 ∆VFP t + γe t-1 + ε t (8)
As for the long-term ECM model:
INFL t or GRO t = β 0 + β 1 XINFL t + β 2 EXCH t + β 3 GOLD t + β 4 INT t + β 5 PLS t + β 6 FM t + β 7 FRB t + β 8 IM t + β 9 ADM t + β 10 VFP t + ε t (9)
C. Autoregressive Distributed Lag (ARDL)
The regression model that includes the value of a variable that describes either the present value or the lag of the independent variable in addition to the model entering the lag value of the dependent variable as one of the explanatory variables is called Autoregressive Distributed Lag (ARDL). This model can distinguish shortterm and long-term responses from dependent variables to one unit of change in the value of explanatory variables (Gujarati, 2004 ). The general model of ARDL (Pesaran and Shin, 1995) is Where x t is a dimension k I(1) ie unintegrated variables in it. and sequentially not correlated with the mean interference of zero and constant variance-covariances, and P i is coefisien matrix k x k such as VAR process at stabil ∆x t .
Thus, the ARDL model specification in this research is for the inflation and growth model:
Where: Yt are Inflation (INFL) and growth output (GRO) X are XINFL, EXCH, GOLD, FM, IM, FRB, ADM, VFP, INT, and PLS ε t is an Error
IV. FINDING AND DISCUSSION
Vector Error Correction Model Serial Test A. Stationary Test
The test method used in the data stationary test in this study is the ADF (Augmented Dickey Fuller) test using the significant level. All variables used in this study stationary at first difference level.
(10) (11)
B. VAR Stability Test
The stability test results in Table 3 show that the INFL model is stable in lag 9 and the GRO model is stable at lag 10. 
C. Optimum Lag Test Results
The test results in Table 4 show the optimum lag variation of the five criteria, ranging from 0 (zero) to 6 (six). The optimum lag on the LR criterion is 6, SC at 0, while AIC, HQ, and FPE give the number 1 as the optimum lag on the INFL model.
As for the GRO model, the results in Table 5 shows the optimum lag variation of the five existing criteria, ranging from 0 (zero) to 6 (six). The optimum lag on the LR criterion is 6, SC at 0, while AIC, HQ, and FPE give the number 1. 
D. Cointegration Test Results
Johansen's cointegration test on Inflation model (INFL) shows that there is 1 (one) cointegration equation at level 0.05 using 3 (three) assumption ie intercept and no trend. As for the Growth model (GRO) there are 2 (two) cointegration equations at the 0.05 level using the assumption of 3 (three) as intercept and no trend. This test was done to see the long-term relationship in ECM equation model both INFL and GRO. The results of this test in Table 6 shows the existence of cointegration in both models by conducting unit root test with ADF approach on the residual value of each model with 5% significant level.
E. Correlation Test Results
Variables on VAR / VECM should be sequenced according to the correlation between endogenous variables. The sequence of the two models can be seen in Table 7 below Table 8 . The variables INT, ADM, VFP, and FRB contribute positively to an increase in inflation or financial crisis, while PLS and GOLD contribute negatively into inflation or financial crisis. The IM variables also contribute positively to inflation or financial crisis, because IM is a proxy of M1 where M1 are the accumulation of M0 and demand deposits that are also part of the frictional reserve banking. Increased inflation or financial crisis caused by IM also in accordance with research Ascarya (2013) . While the anomalies that occur between FM and IM are proxies with M0 and M1 also occur in Ascarya (2009a) study where FM contribute negatively and IM contribute positively to inflation or financial crisis. This can happen due to M0 being created without any backing up or created by out of nothing so as not being able to capture the essential difference of both variables while IM is created with 100% gold reserves (Ascarya, 2009a) .
Furthermore, EXCH variables though contribute to lower inflation or crisis effect is smaller and longer stable compared with GOLD. EXCH contributes 0.005%, is permanent or stable in the 33rd period while GOLD is a single currency proxy of 0.007%, and is faster stable in the 19th period. Increased currency appreciation can reduce the inflation rate of a country that tends to import. In addition, XINFL variable that should have a positive effect on inflation or financial crisis in this study actually gives the opposite effect though with a very small portion of 0.04%. It can be happened if the contribution of the variable is so small that when it is simultaneously implanted then the variables can have the opposite effect. Evidence can be seen when XINFL's positive influence on itself and when impulse is simultaneously negative, Rusydiana (2009) also shows that the influence of expectation is negative in inflation but in Ascarya (2013) study expectation gives positive influence to inflation. Table 9 shows the long and short-term results of ECM on the INFL model. Conventional variables such as FM, INT, EXCH, ADM and VFP have a positive effect on the inflation rate or financial crisis at a real 1% level in the short term; this means that when FM, INT, EXCH, ADM and VFP increases then inflation or financial crisis will increase. Conversely Islamic variables such as IM and PLS have a negative effect on the significant level of 1% so that increasing IM and PLS will reduce inflation or financial crisis. Another important information is the Error Correction Term (ECT) in the inflation equation model is also negative and less than one (-0.231346) and significant at 1% level, this shows that as much as 23.13% deviation corrected each month, which means the process of adjustment (speed of adjustment) takes 4.32 months to reach its equilibrium condition.
Long-term estimates in Table 9 show the variables FRB, ADM, and VFP at a significant level of 1% have a positive effect on inflation or financial crisis in the long run. This means an increase in FRB, ADM, and VFP will increase inflation or financial crisis. In this research, GOLD variable has a significant effect on inflation or financial crisis both in long term and in short, which means the increase of gold price will increase inflation or financial crisis. This could be due to the position of gold today as a commodity rather than as a currency so that the behavior of variables is also different. Gold also becomes an economic indicator or behavior of society on economic condition. When the gold price rises this shows that expectations of inflation or recession is happening, so to keep their value of money, economic actors immediately hedge by buying gold because gold is a good instrument of store of value is also stable.
Furthermore, Table 9 shows the ECM estimation results in the GRO equation model that only one conventional variable (VFP) negatively affects the output growth or financial crisis in the short term so that when the VFP increases then output growth or financial crisis will decrease while the increase in Islamic variables such as PLS (1% significant level) and IM (5% significant level) will increase output growth or financial crisis. In this study ECT variable also negative and significant indicates the existence of error correction every month menunju balance of 75.5% per month for 1.32 months.
In the long run, conventional variables such as INT (5% significant level) and VFP (significant level of 10%) significantly negatively affect or decrease the growth of output or financial crisis while in Islamic variables IM and PLS have a positive effect or increase output growth or financial crisis on 5% significant level. In this study, the GOLD variable has a negative effect on the output growth or financial crisis in the long and short term, as explained above that the gold position today is not as currency but commodity so that the behavior of variables will be different as already described in the previous INFL model.
Results and Testing of Autoregressive Distributed-Lag Model (ARDL)
The stationary test result of ARDL model was done the same as the previous stationeritas test method that is VECM and ECM. Test results can be seen in The result of ARDL estimation on INFL equation model in Table 11 shows that in the short term conventional variables such as XINFL and FM significantly at the significant level of 1% have a positive effect or increase inflation or financial crisis. While Islamic variables, IM has a negative effect or decrease inflation or financial crisis significantly with a significant level of 10%. Furthermore, the ECT variable is also negative between 0 and -1 and it shows significant that the speed of adjusment against the deviation correction to achieve the equilibrium of 28.3% per month for 3.54 months. In the long run, conventional variables that have positive or inflationary effect are FM and ADM at 1% level while IM has negative effect on inflation or crisis at 10% significant level. In this approach, the varabel GOLD behaves similarly to the ECM approach. Similar to the previous explanation, the current position of gold that becomes a non-currency commodity can show such behavior. The PLS variable in the long run increases the inflation even though it is very small that is 0.0046%. This is in accordance with Ascarya (2009a) that PLS can also increase inflation but the contribution of INT is much larger, refers to the conventional benchmark of Indonesian bank interest rates so that real sector index is needed to see the actual effect of PLS.
The result of ARDL estimation of GRO model in Table 11 shows that in the short term, the variables that have an effect on decreasing output growth or financial crisis are FM and ADM with 5% significant level. Meanwhile, the Islamic variable which has negative effect or increase the growth or financial crisis is IM at the significant level 1 % and PLS (-1) at a significant level of 10%. The significance of ECT (-0.891936) indicates that the correction of deviations per month is 89.2% and the speed of adjustment to obtain equilibrium is 1.12 months.
The variables that negatively affect or decrease the output growth or financial crisis in the long term are FM (1% significant level), ADM (1% significant level), and XINFL (10% significant level). In this study, the GOLD variable is significantly either 10% or 5% of the best behavior of the initial hypothesis. As already explained in the ECM equation, the gold position today is not as a currency but a commodity so that it will obviously give a different effect.
IV. CONCLUSIONS AND RECOMMENDATIONS
Conclusions
This research has been conducted on reviewing the root cause of the financial crisis from the Islamic perspective using three approaches namely ECM, ARDL and VECM on two equation model, inflation (INFL) and output growth (GRO). It can be concluded that the consistent root causes of the problems that lead to financial crises with the three approaches are the interest rate (INT) i.e. ribâ, which at the same time prove that violations of Allah's rules affect the economic damage. This means a true structural problem occurs in conventional economic systems. Furthermore, the consistency of ADM and VFP variables leading to financial crisis indicates that the government should minimize its role in price control but play a role in better management of commodity management.
Policy Recommendations
Firstly, the monetary policy has to the return the main function of money as a medium of exchange with 100 percent gold reserve as Bretton Woods's agreement. Secondly, the determination of interest rates at zero percent as the optimum level in the case of Indonesia to curb inflation and induce output growth. Thirdly, the use of the real sector index as a benchmark of profit loss sharing ratio to reflect the actual effect as well as avoid displaced commercial risk in the financial sector.
Furthermore, improving the quality of commodity management and reducing price intervention by government is essential to avoid crisis. In addition, increasing the quality of Islamic human resources who understand the Islamic values properly through education is needed to create an economic system in accordance with Islamic Shari'a especially in the government system as policy maker. Finally, we recommend using the better Islamic proxy variables, especially the proxy of Islamic Money, to capture the real influences of the economy.
